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Cotton - July 2008 Contract
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All Funds Are Not Alike

Traditional Speculators
– CTAs
– Locals

The New Guys
– Index replicators
– ETFs
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Commodities As An Asset Class

Traditional Role of Speculative Capital
– Bridge between buy side and sell side hedgers
– Two sided nature of the asset class

Nouveau View
– Long only commodities for portfolio 

diversification
– Rationale for Return has Changed

• From “Roll Yield” to …
• Let’s get Long
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Impact On The Market

Index players are a large well capitalized long
Leads to:
– Higher Prices 

• It’s a short Squeeze

– Basket Effects
• Basket traders force strange correlations

– Basis Impact
• Very strange activity as contracts go off the board
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Crude Oil – December 2008 
Contract
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The First Thing I Learned
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Balance Table: Corn
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Higher Prices?
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Alternative Reasons

Everyone tells me its different
– China
– Ethanol
– People have to eat

Market still has to clear
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